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SUBJECT: FINANCE MINISTER CAUAS TALKS ABOUT CHILE S DEBT 

1. FINANCE MINISTER CAUAS CALLED ON DEPUTY ASSISTANT SEC- 
RETARY BOEKER ON SEPTEMBER 5 FOR INFORMAL DISCUSSIONS OF 
CHILE S DEBT SITUATION. DEPUTY ASSISTANT SECRETARY FISHLOW, 
AID ASSISTANT ADMINISTRATOR KLEINE, AND DESK OFFICER ALSO 
ATTENDED. 

2. WE ADVISED CAUAS THAT THE 1975 BILATERAL US-CHILE DEBT 
RELIEF AGREEMENT WOULD BECOME EFFECTIVE ON SEPTEMBER 8. 
CAUAS STATED THAT CHILE HAD ALSO SIGNED ITS BILATERAL WITH 
SPAIN, WITH THE AGREEMENT BASED ON AN INTEREST RATE OF 5.75 
PERCENT. THE CHILEANS HAVE RECEIVED DEBT DATA FROM CANADA 
AND JAPAN. AND THE CHILEAN EMBASSIES IN OTTAWA AND TOKYO 
ARE PURSUING NEGOTIATIONS. NO DEBT DATA HAVE YET BEEN 
PROVIDED BY SWITZERLAND, FRANCE AND GERMANY. CAUAS NOTED 
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THAT A CHILEAN MISSION HOPED TO VISIT SWITZERLAND IN LATE 
SEPTEMBER TO DISCUSS NEGOTIATIONS. A CHILEAN MISSION 
WOULD ALSO VISIT PARIS ON OCTOBER 6 AND WOULD CONTINUE ON 
TO BONN. 
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3. CAUAS DESCRIBED CHILE'S DEBT PROBLEM WITH THE UNITED 
KINGDOM, AND ASSURED US THAT CHILE WOULD NOT GIVE THE UK 
MORE FAVORABLE TREATMENT THAN THAT PROVIDED FOR IN THE 
MULTILATERAL PARIS CLUB UNDERSTANDING. WE NOTED THAT WHITE 
WE HADN'T APPROACHED THE UK ON THE MATTER, WE HAD INDICA- 
TIONS THAT THE UK MAY VERY WELL ACCEDE TO PARIS CLUB TERMS. 

4. LOOKING AHEAD TO 1976, CAUAS SAW CHILE'S ECONOMIC PROS- 
PECTS AS MUCH BRIGHTER THAN LAST YEAR. PRELIMINARY ESTI- 
MATES PROJECTED EXPORTS AT $2.1 BILLION AND IMPORTS AT 
$2.0 BILLION. THE ESTIMATE ASSUMED A COPPER PRICE OF 70 
CENTS/POUND, A 10 PERCENT RISE IN THE COST OF PETROLEUM 
AND A DECLINE IN FOOD IMPORTS FROM $320 MILLION IN 1975 TO 
$215 MILLION IN 1976. AFTER TAKING THE CAPITAL ACCOUNT 

INTO CONSIDERATION, PROJECTIONS SHOWED AN OVERALL BALANCE 
OF PAYMENTS DEFICIT OF $100 MILLION. CAUAS STRESSED THAT 
DATA WERE PRELIMINARY AND PERHAPS "TOO GOOD TO BE TRUE". 

IT WAS CLEAR, HOWEVER, THAT CHILE'S PAYMENTS POSITION HAD 
IMPROVED AND CAUAS THOUGHT THAT IT MIGHT EVEN BE POSSIBLE 
TO AVOID A 1976 PARIS CLUB EXERCISE. 

5. CAUAS ASKED FOR OUR ADVICE AS TO WHETHER HE SHOULD 
COMMUNICATE THE FACT THAT CHILE MAY BE ABLE TO AVOID A 
1976 RESCHEDULING TO GUY NEBOT, CHAIRMAN OF THE PARIS CLUB. 

WE RECOMMENDED THAT CAUAS NOT REPEAT NOT COMMUNICATE THIS 
FACT TO NEBOT, GIVEN THE PRELIMINARY NATURE OF THE DATA 
SUPPORTING THIS POSSIBILITY. CAUAS AGREED. HE SAID HE 
WOULD ADVISE NEBOT THAT CHILE WOULD DEFER DECISION ON BOTH 
1976 DEBT PAYMENTS, AND A POSSIBLE 1976 RESCHEDULING UNTIL 
AFTER NEXT FEBRUARY'S IMF REPORT. CAUAS SAID HE WOULD AL- 
SO ASK NEBOT TO ADVISE THE OTHER CREDITORS OF THIS POSI- 
TION. 

6. WE STATED THAT WE WERE ENCOURAGED BY THE POSSIBILITY 
THAT CHILE MAY BE ABLE TO AVOID RESCHEDULING, NOTING BOTH 
OUR OWN CONGRESSIONAL AND POLICY PROBLEMS ON DEBT RE- 
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SCHEDULING AND THE FACT THAT, ABSENT MAJOR MOVEMENT BY THE 
GOC ON THE POLITICAL SIDE, WE BELIEVED IT WOULD BE VERY 
DIFFICULT TO GET EUROPEAN PARTICIPATION IN A 1976 PARIS 
CLUB. CAUAS STATED THAT HE APPRECIATED THE DIFFICULTIES 
ENTAILED IN GETTING A 1976 DEBT RELIEF EXERCISE, AND 
THOUGHT OTHER OPTIONS (SUCH AS COMMERCIAL BORROWING) MAY 
BE AVAILABLE PARTICULARLY IF CHILE S DEFICIT WAS AS SMALL 
AS NOW PROJECTED. CAUAS ALSO NOTED THAT GIVEN THE FACT 
THAT THE RENEGOTIABLE PORTION OF 1976 DEBT SERVICE WOULD 
BE SMALLER THAN IN 1975, IT MIGHT NOT EVEN BE WORTH 
PURSUING THE DIFFICULT ROAD OF DEBT RELIEF. 

7. ON OTHER ISSUES, CAUAS NOTED THAT CHILE MAY NOT NEED 
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AN IMF STANDBY IF IT IS ELIGIBLE TO DRAW ON THE OIL 
FACILITY. HE NOTED THAT CHILE HAD COMPLIED WITH 4 OF THE 
5 CRITERIA THE IMF ATTACHED TO THE STANDBY (BALANCE OF 
PAYMENTS, TOTAL EXPENDITURES, PUBLIC SECTOR CREDIT AND 
MEDIUM AND LONG-TERM DEBT) BUT HAD EXCEEDED THE IMF 
RECOMMENDED LIMIT ON TOTAL CREDIT. IN RESPONSE TO A 
QUESTION ON CHILE'S UNEMPLOYMENT SITUATION, CAUAS NOTED 
THE CURRENT RATE OF 15 PERCENT (HIGHER IN THE CITIES ) AND 
THOUGHT THIS RATE WOULD REMAIN STATIONARY FOR SOME TIME 
BEFORE DECLINING. 

8. CAUAS HOPED HE WOULD BE IN WASHINGTON AGAIN IN LATE 
OCTOBER, AT WHICH TIME HE WOULD BE ABLE TO REVIEW THE 
LATEST ESTIMATES OF CHILE S ECONOMIC AND DEBT SERVICING 
PROSPECTS. ROBINSON 
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